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Subject: Exempt Status of The Regents of the University of California under
Section 501(c)(3) of the Internal Revenue Code of 1954

The Internal Revenue Service made a determination in 1939 that The Regents of
the University of California was tax exempt under Section 101(6) of the
Internal Revenue Act of 1938. This was formalized in a letter to The Regents
dated September 14, 1939 (see Enclosure 1).

Pursuant to a request by the Office of the General Counsel, the IRS has
subsequently indicated in a letter to The Regents dated September 8, 1982 that
the University continues to be exempt under Section 501(c)(3) of the Internal
Revenue Code of 1954 (see Enclosure 2). Section 501(c)(3) was derived from,
and continues without substantive change, the language of Section 101(6) of
the Internal Revenue Act of 1938. This determination of the University's
exempt status will remain in effect until the exemption has been terminated,
revoked, or modified by the IRS.

Also, in a letter to The Regents dated November 23, 1973, the IRS has
acknowledged that the University is not a private foundation within the
meaning of Section 509(a)(1) of the IRS Code of 1954 (see Enclosure 3).

These letters from the IRS to The Regents may be provided to sponsors as
certification of the University's tax exempt status.

Refer: Barbara Perry Subject Index: 13
(415) 642-2886 Organization Index: 1-115

ATSS 582-2886 )
{J.\/,w U feay

David F. Mears
University Contracts and
Grants Coordinator
Enclosures

cc: Lab Contract and Grant Qfficers

‘Note: The addressee s above represent the standard distribution of Contracts and Grants Office Memos. Additional addressees, if any, may be
added based on the subject of the Memo. See cc's.
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Tae Pogonts of tae University of Califcruia,
borkeley, Califormia.

Attention: Lutasr A. Nichoels,
Comptrollor.

Sira:

heieronce is made to the {nforwmation MNuiuishod oy you for uge
{n determining your status for Fedeorsl iacoic tax puarposus. Tuo
question of your exemption arose in connoctiion with the Wilmerding
School o7 Industrisl Art, San Francisco, Calirfornia. -

The evidence discloses thai you are tho reguwlarly constitutod
state university of the State of Culifornia cruatevd by a stato
legislative act in 1868; that you are onzagod La oducetionsl ac-
tivities; that your {ncome is dorived from ilavosfimonts, cadowmentis,
tuition, and miscellanoous sourcod; and that your l{acomo Ls used Yo
dofray genersl maintenance and opersating exponsvs, Taue Wilzerdiaog
School of Industrisl Art is undor yowr control snd is administored
a8 a preparatory school sad Jjunior coliloego.

It appears that you and your constituont schools are ontitlod
to exemption under the provisioas of saction 101(6) of the Ravenuo
act of 1938 and the corraspending provisioos of prior revenuo actc,
You are not, therefore, reauired to filec roturas for 1933 and priox
years. ILi.uzmuch as section 101(8) o Iaternal Revomuo Codo (53 Stat.,
Part 1) ie similar to section 101(5) of tha Reveauo Act of 1933,
returns of {ncome will nnt be reguired for 1935 end subdbsequont yoears
80 long es there is no change ia your organization, your purposes or
your method of ~overation. '

Any changes in your form of orgamnization or motaod of operation,
as shown by the evidence subuivted, wust be immodiatoly roported ¢o
tae collaectar .of latemal revenue for your district {n ordor thal
the effect of such changes upon your oreasout oxowpdt slatus may Dde
determined. .

"he exenption referred to in tais letter does not sdvly to
taxes levied under other titles or provisions of the Heveaue Act of
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proasly undor thooe provisions 6 orsamiuaticas cuw:
tZon 101(6) of tno Roveonus ict of 157

viainns of Drlowr rovemuo actc or ia soction
Aevoaws Coda.

Coatridutions mado to you dy individual donors aro &oductiible
by sucn individusla ia arriviag at tacir taxcble naed iocomo 4in tha
connor snd to tho oxtont provided Ly scotion 23(o) of the Boveats
Act of 1938 and tho corrasconding provirions oFf prior vevouuwe acte,
soction 23(0) of Ianternal Reveaus Codo azd sectton 23(¢) of Intoimal
fovonuc Code as smcadod by soction 224 of thu Revemws Lot o 1950,
Tao doductibility of contrivutioas by corporziioas ic govorapd LY

‘seetion 23(q) of tho Revoano Acis of 1935 aud 1938, soction 23(g)
s oy - -
of Iantornal Reveanuo Codo and section 23(g) of Isteimal Ravemuo Codo

3 a
ag emended by cection 224 o ¢he Revomuwo Act of 1939,

-

A copy of thic lottor ic belag traacmiilcd to tho collicctior of
interaal rovoaus for your diastrict.

By diroction of the Commiscionur.
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Enclosure 2

Internal Revenue Se( e Department ( 1e Treasury
District 450 Golden Gate Ave.
Director San Francisco, Calif. 94102

Person to Contact:

The Regents of the University Desk Officer
of California Telephone Number: -

c/o The Office of the General (415) 556-5353 t = OFFICE OF
Counsel Refer Reply to: & ’~T§E
590 University Hall EP/EO:1 NS N
2200 University Avenue . Date: - eiinal

Berkeley, CA 94720 8 SEP 1982

Re: Request for Confirmation of Exempt
Status under Sectiom 501(c)(3) of
the Internal Revenue Code of 1954

Dear Regents:

This is in reference to your letter of July 13, 1982 requesting confirmation
of the exempt status of The Regents of the University of California under
section 501(c)(3) of the Internal Revenue Code of 1954.

In our letter of September 14, 1939, Code IT:P:T:1 CQ, it was held that
you were entitled to exemption under the provisions of section 101(6) of
the Revenue Act of 1938.

A determination or ruling letter issued to an organization granting
exemption under the Internal Revenue Code of 1954 or under a prior or
subsequent Revenue Act remains in effect until exempt status has been
terminated, revoked or modified.

Our records indicate that you are the regularly constituted state university
of the State of California originally created by a state legislature act of
1868; that you are engaged in educational activities; that your income is
derived from investments, endowments, tuition, and miscellaneous sources;
and that your income is used in furtherance of your educational activities.

In addition, it appears from our records (including the information submitted
with your letter of July 13, 1982), that there has been no change in your
organization's exempt status. Accordingly, our letter of September 14, 1939
is still in effect. This letter does not constitute a no change examination
letter. ;

Because section 501(c)(3) of the Internal Revenue Code of 1954 was derived
from and continues, without substantive change, the language of section
101(6) of the Revenue Act of 1938 ('1939 Code'") and because our letter of
September 14, 1939 is still in effect, it appears that you and your
constituent units are entitled to exemption as an organization described
in section 501(c)(3) of the 1954 Code.

Donors may deduct contributions to you as provided in section 170 of the
Internal Revenue Code of 1954 (formerly section 23(0) of the Internal
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The Regents of the University of California

Revenue Code of 1938). Bequests, legacies, devises, transfers, or gifts
to you or for your use are deductible for Federal estate and gift tax
purposes as provided in the applicable provisions of sections 2055, 2106,
and 2522 of the Internal Revenue Code of 1954.

You are not required to file Form 990, Return of Organization Exempt from
Income Tax, because you are a State institution, the income of which is
excluded from gross income under section 115(a) of the Internal Revenue
Code of 1954.

You are not required to file Federal income tax returns unless you are
subject to the tax on unrelated business income under section 511 of the
Code. If you are subject to this tax, you must file an income tax return
on Form 990-T. This office has not been asked to consider and therefore,
in this letter, we are not determining whether any of your present or
proposed activities are unrelated trade or business as defined in section
513 of the Internal Revenue Code of 1954.

Because this letter could help resolve any questions about your exempt
status, you should keep it in your permanent records.

If you have any questions, please contact the person whose name and
telephone are shown in the heading of this letter.

Sincerely,

Mondac] Seanl

District Director



Enclosure 3

Department of She Treasury

Internal Revenue Service
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EIN DO 94 The Regents of the University .
of California ;
Suite 689, University Hall
2200 University Avenue
Berkeley, California 94720

Gentlemen:

Based on the information you submitted, we have classified
you as an organization that is not a private foundation as
defined in section 509(a)(l) of the Internal Revenue Code.

Your classification is based on the assumption that

* your operations will be as stated in your notification.

Any changes in your purposes, character, or method of operation
must be reported to your District Director, San Francisco,
which is your key district for exempt organization matters.

We are notifying your key District Director of this
action.

Sincerely yours,
Milton Cerny

Chief, Rulings Section I
Exempt Organizations Branch
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Oakland lesearch Administration Office No. 83-33

Supplement No. 1
January 19, 1993

VICE CHANCELLORS—BUSINESS AND FINANCE ADMINISTRATION*
CONTRACT AND GRANT OFFICERS
OFFICE OF THE PRESIDENT FUNCTIONAL MANAGERS

SUBJECT: Exempt Status of The Regents of the University of California--Clarification

Contract and Grant Memo No. 83-33 (December 2, 1983) provided documentation concerning the
University’s tax exempt status under Section 501(c)(3) of the Internal Revenue Code, and IRS
acknowledgment that the University is not a private foundation within the meaning of Section
509(a)(1) of the Code. Tax laws governing private foundations are more burdensome than those
governing other kinds of charitable organizations.

Recently, one campus was asked to complete a tax-exempt certification which asked for further
information about the University’s status as "not a private foundation," with reference to
170(b)(1)(A) of the Code. A brief background on the meaning of "private foundation" is given in
Enclosure 1, which is copied from pp. 436-7 of The Law of Tax Exempt Organizations by Bruce
R. Hopkins (John Wiley & Sons, 1987). Note that in §21.1 the text states that organizations
deemed not to be private foundations are listed in the Code at 170(b)(1)(A)(i) through (v).
Enclosure 2 is a copy of a form filed by the University in 1970 stating that it is not a private
foundation because it is "a governmental unit, 170(b)(1)(A)(v)."

Thus the answer to the question about the University’s status as not a private foundation is that the
University is not a private foundation pursuant to 170(b)(1)(A)(v) of the Code. We hope this
information will help other campuses that may have to complete a similar tax-exempt status form.

Refer: William Sellers Subject Index: 13
510-987-9847 Organization Index: U-115

WS

David F. Mears
Director
Research Administration Office

Enclosures

*Note: The addressees above represent the standard distribution of Contract and Grant Memos. Additional addressees, if any, may
be added based on the subject of the Memo. See cc's.
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“Private Foundations” and
“Public Charities”

Prior to enactment of the Tax Reform Act of 1969, there was no statutory
definition of the term “private foundation.” However, up to that time, a private
foundation generally was recognized as a charitable organization to which con-
tributions could be made which were deductible in an amount up to 20 percent
of an individual donor’s adjusted gross income, in contrast to contributions to
churches, schools, hospitals, and other public charities, which were deductible
to the extent of 30 percent of the donor’s adjusted gross income.!

This 30 percent/20 percent distinction was introduced in the federal tax law
in 1964. Before that, it was not until 1954 that Congress acted in recognition
of the fact that there are distinctive differences in the nature of charitable
organizations. In that year, Congress permitted an extra ten percent deduction
(from 20 to 30 percent) for contributions to operating educational institutions,
churches, and hospitals, and enacted other provisions in their favor. In 1964,
the privileged class of “30 percent organizations” was expanded to include other
public and publicly supported organizations and a five-year carryover of excess
contributions was added for gifts to these organizations.

By the mid-1960s, the likelihood that alleged private foundation abuses
would eventually result in statutory modifications was on the increase. A Treas-
ury Departiment Report on Private Foundations, issued in 1965, emphasized
the view that there was a need for more public involvement in the operation
of philanthropic institutions that benefit from preferential treatment under the
tax laws. Failing such direct public involvement, the Treasury Report stated
that there must be an assurance through other means (namely, governmental
regulation) that funds set aside for appropriate charitable purposes will find
their way promptly into the hands of those institutions where there is assurance
of public control and operation.

Congress, having become convinced that there were problems concerning
charitable organizations that needed remedy, believed that these problems

'IRC § 170(b)(1) (pre-1969 Act).
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§ 210 "PUBLIC" INSTITUTIONS 437

were especially prevalent in the case of organizations in the 20 percent de-
duction category. On the other hand, it was also apparent that certain organ-
izations in the 30 percent deduction group were not involved in these problems.

- Consequently, in enacting a definition of the term “private foundation,” Con-

gress conjured up a statute which provides that a private foundation is any
domestic or foreign charitable organization,? other than four categories of or-
ganizations.? The classification of the organizations which are deemed not to
be private foundations—and hence are “public charities”—is the subject of
IRC § 509(a).

The organizations which fall into the categories of IRC § 509(a)(1), (2), or (3)
are those which cither have broad public support or actively function in a
supporting relationship to public charities.* The fourth category of nonprivate
foundation is the organization organized and operated exclusively for testing
for public safety, as described in IRC § 509(a)(4). Contributions to public safety
testing organizations are not deductible and therefore, according to the 1965
Treasury Report, they are more analogous to business leagues, social welfare
organizations, and similar tax-exempt groups than to private foundations.

Despite the technicalities of the term “private foundation™ accorded to it by
Congress, a private foundation essentially is a charitable organization that is
funded from one source (usually, one individual, family, or corporation), that
receives its ongoing funding from investment income (rather than a consistent
flow of contributions), and that makes grants for charitable purposes to other
persons rather than conduct its own programs. The “private” aspect of a private
foundation, then, principally looks to the nature of its financial support, rather
than to the nature of its governance.

§ 21.1 “Public” Institutions

Organizations which are deemed not to be private foundations by reason of
IRC § 509(a)(1) are essentially those in the old 30-percent deduction category.®

. These organizations, that may be termed the “public” institutions, are described

in IRC §§ 170(b)(1)(A)(i) through (v). Other organizations in other categories of
nonprivate foundation status may also have the attributes of “institutions” but
the entities in the “public” institution classification are those that are there
because they satisfy—per se—the requirements of at least one category of
“public” institution.

*That is, an organization described in IRC § 501(c)(3) (and exempt from federal income
taxation under IRC § 501(a) for that reason). )
°Reg. §§ 1.509(d)-1, 1.509(e)-1.
‘Reg. § 1.509(a)-1.
*Reg. §§ 1.170(A)-9(a)(3), 1.509(a)-2.

-
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I [] Woero o privalo foundation viihia tho racening of section 5070a)s (If yeu ore o privaia feundalion, aro you claiming stalus o5 on
v i fah i ; g
operaling foundation vilhin tho meening of reciion 4942{j}{3)2 « v o [] Yes [ Ho  If "es,” attack a slafement ecciling ferin
3 . . 3343 - . .o -~ o ¥ D 3 -lo
all tho {acis upon which you haso your enswer inzluding sa ideniificotion of tho clouze of seciion 4542(j] (3] (B fha is sppiicable.)

Vo aro not & privais faundation hocause wo ara: 2 [] An organizaticn that normally rezsives o moro fhan %5 of
ils support from gress fnveslment incomo end more insa %3
' of ils euppe:t from calribulicas, memborihip 1ees, erd gress

2 [J A churche Soctien 170{b) (1} {4} (i) §

receipts irota aciiviics relaled fe ifs crempt fupclicns—e

cubject {o cerlain exceplions, Seciion 669(c) (2}

3 [ A school. Section (70{b) (1) (A} {ii}. (Complals iha Financial Schadule on-pago 2.)
4 [ A liespiiel, Secticn 170(b} {1] {A} {iii].
B [ A medicel resesrch erganizatien cperated in conjunction with
& hospital. Section 17¢(b) (1) {A) {iii). 16 [ An crganization cpecaled solely der the benefit of end ia
" cenneclion wiih cne r mera of ihe sreanlzaliens deserined
TN L (R A r.0 inn bBaneh ) CArs GIANITAL
Jb B¢ A Covernmanlal unit, Section 170{b) (1) {A}{v]. j ‘- in-2thistign & Lo fur ¥ho bonelit of ono of mers ergranica
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o . . \ described in 8 oberz), but et cenlrcllod by disguaiitied
] An crgenitation cperaled for the benefit of o coliege ¢r

sons oiler-dhan feundalion minagers, Scetion £47{0) (3]
o> gniversily owned or opereled by o Governmental unit, Seciion [ttt el G {eticalton . et
120{b}{1) (A) {iv). {Atiach a statement i<lendilying and deseribing dho creanizae
L, . sion(s) for wheso banziit yeu aro cpersfed end ho relatione
[Complate 1ka Financial Scheduls on pege 2.} ¢hip behween you and {is crganiralion(t].)

6 [ An craznization hat normally 1ecoives a substantiel pari of
ifs support frem ‘e Governmenlel unit or from the generel
public. Section 170{b) (1) {A){vi].

. {1 [ An organizaticn organized end operaled fe est far public
{Complate the Financial Schedulo vn page 2.). salciy. Sechion 507{a}{<}.

12 [] Wo are nol sure of our classificetion,
[Atlach o copy of your most recently filad informalion relurn, Forry 933-A, if you filed onz, and a tiatement deseriving your operalions

and cxplaining vhy you aro not sure ef your classificetion. If you ikink you may bo desciibed ia 7, 8, or 9, complolo 1ho Financial
Schedulo on pegs 2.)

I declare that | havo éxamined 1lio Infermation entered on this form, including accompunying schedules and sialemonis, and {o tho best

of my knowledge end bolisf, it is frue, corroct and complete, (Must bo sicnzd by a principal cfficer, managdr, or culhorized {rusies of tio
organizetion.) v
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